MICROFICHE CONTROL LABEL

REGI;TRANT'S NAME >szALADA\ é&)/tg;{) S, 1%‘<5€ﬁ,)(?/

*CURRENT ADDRESS

'PROCESSED
JUN 06 2002

THOMSON
FINANCIAL

**FORMER NAME

**NEW ADDRESS

FILE NO. szé~<f3/ ;7€5—', FISCAL YEAR A/Q;Z'(;jbé?f?//

®  Complete for initial submissions only ** Please note name and address changes

DICATE FO us W
12G3-2B (INITIAL FILING) AR/S (ANNUAL REPORT) /
12G32BR (REINSTATEMENT) SUPPL (OTHER)

' DEF 14A (PROXY)

OICF/BY:

DATE
\




g4~ 19

- 7 ANDERSEN

Translation of financial statements originally issued in Spanish %R f% }
-2l U

Grupo Carso, S.A. de C.V. and Subsidiaries

Consolidated financial statements as of December 31, 2001 and 2000

Expressed in thousands of Mexican pesos with purchasing power
as of December 31, 2001

Together with auditors’ report

g

02 HAY 29 A i



ANDERSEN

Ruiz, Urquiza y Cia., S.C.

Bosque de Duraznos 127
Bosques de las Lomas
11700 México, DF
. .. . . . México
Translation of a report originally issued in Spanish o
. el 55 5246 6000

(See Note 1 to the financial statements) Fax 55 5246 6001

www.andersen.com.mx

To the Stockholders of
Grupo Carso, S.A. de C.V,,

We have audited the accompanying consolidated balance sheets of GRUPO CARSO, S.A. DE C.V. AND
SUBSIDIARIES as of December 31, 2001 and 2000, and the related consolidated statements of income,
stockholders’ equity and changes in financial position for the years then ended. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits. The financial statements of certain consolidated subsidiaries, which
reflect total assets and net revenues of approximately 37% and 35% in 2001, and 36% and 24% in 2000, re-
spectively, of the consolidated totals, were audited by other auditors whose reports have been furnished to
us. Qur opinion, insofar as it relates to the amounts included for those entities, is based solely on the reports
of the other auditors.

We conducted our audits in accordance with auditing standards generally accepted in Mexico. Those stan-
dards require that the audit be planned and performed to obtain reasonable assurance about whether the fi-
nancial statements are free of material misstatement and that they are prepared in conformity with account-
ing principles generally accepted in Mexico. An audit includes examining, on a test basis, evidence sup-
porting the amounts and disclosures in the financial statements. An audit also includes assessing the ac-
counting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits and the reports of the other auditors provide a
reasonable basis for our opinion.

As explained in Notes 3 and 5, during the General Extraordinary Stockholders’ Meeting held on November
21, 2001, the stockholders approved the partial spin-off of the Company, resulting in the incorporation of
U.S. Commercial Corp., S.A. de C.V. as the new company, whose most significant asset is represented by
the investment in shares of Sanborns, LLC and Subsidiary (CompUSA, Inc.), with effects as of November
29, 2001. The financial statements as of December 31, 2000 have been restated to present the assets, liabili-
ties and results of the new company under one line item, for comparison purposes.

In our opinion, based on our audits and the reports of other auditors referred to in the first paragraph, the ac-
companying consolidated financial statements present fairly, in all material respects, the financial position of
Grupo Carso, S.A. de C.V. and Subsidiaries as of December 31, 2001 and 2000, and the results of their op-
erations, the changes in their stockholders’ equity and the changes in their financial position for the years
then ended, in conformity with accounting principles generally accepted in Mexico.

Clelbe Chadecson

March 15, 2002
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Translation of financial statements originally issued in Spanish
Grupo Carso, S.A. de C.V. and Subsidiaries

Consolidated statements of income
For the years ended December 31, 2001 and 2000

Expressed in thousands of Mexican pesos with purchasing power as of December 31, 2001 (except share data)

Net sales
Cost of sales
Gross profit
Selling and administrative expenses
Operating income
Comprehensive result of financing:
Interest income
Interest expense

Exchange loss, net
Gain from monetary position

Other income (expenses), net
Amortization of goodwill and negative goodwill, net
Special item
Income before provisions
Provisions for:
Income taxes

Employee profit sharing

Income before equity in results of associated companies and
unconsolidated real estate trust

Equity in results of associated companies and unconsolidated real estate
trust

Income before loss from spinoff operations

2001 2000
51,376,462 51,950,088
33,975,277 35,580,076
15,401,185 15,370,012
7,452,921 7,272,486
7,948,264 8,097,526
1,245,965 2,130,261
(4,370,447) (5,576,639)
(151,856) (13,652)
855,757 1,844 588
(2,420,581) (1,615,442)
158,741 (115,620)
(17,662) (37,655)
(26,965) (107,122)
5,641,797 6,221,687
2,329,122 2,696,021
482,453 336,581
2,830,222 3,189,085
530,915 577,294
3,361,137 3,766,379



Translation of financial statements originaily issued in Spanish
Grupo Carso, S.A. de C.V. and Subsidiaries

Consolidated statements of income
For the years ended December 31, 2001 and 2000
Expressed in thousands of Mexican pesos with purchasing power as of December 31, 2001 (except share data)

2001 2000
Loss from spinoff operations, net of income taxes (237,738) (654,222)
Net income for the year $ 3,123,398 $ 3,112,157
Net income applicable to: T
Majority interest $ 2484074 § 2,710,847
Minority interest 639,325 401,310
Net income for the year $ 3,123,399 §$ 3,112,157
Basic earnings per ordinary share ;:“::::2_.7_9- ;“—_““3_.(;2_
Loss per share from spinoff operations ;zzn::zz(;.;?) ;-_-—_—-_((—).—7_3)
Weighted average number of outstanding shares (000’s) ==="=Z;g,=5;3 Ln_zggg;;‘);

The accompanying notes are an integral part of these consolidated statements.




Translation of financial statements originally issued in Spanish
Grupo Carso, S.A. de C.V. and Subsidiaries

Consolidated statements of stockholders’ equity
For the years ended December 31, 2001 and 2000

Expressed in thousands of Mexican pesos with purchasing power as December 31, 2001

Balances as of December 31, 1999

Cumulative initial effect of deferred income taxes

Repurchase of own shares

Reissuance of own shares

Increase in reserve for repurchase of own shares

Capital stock contribution and surplus paid by minority
interest

Dividends paid to subsidiaries’ minority interest

Balances before comprehensiva income

Translation effect for the year
Restatement effect for the year
Net income for the year

Comprehensive income
Balances as of December 31, 2000

Spinoff effect

Repurchase of own shares

Decrease in minority interest

Dividends paid to subsidiaries’ minority interest

Bal before comp

Translation effect for the year
Restatement effect for the year
Net income for the year

Comprehensive income

Balances as of December 31, 2001

Reserve for Cumulative
Capital Stock Additional Repurchase Surplus Paid Effect Cumulative Total
Paid-in of Own by Minority Retained of Deferred Effect of Minority Stockholders’
Historical Restatement Capital Shares Interest Eamings Income Taxes Restatement Interest Equity

$ 1,375,189 § 56277111 § 2,248,178 § 1,309,089 § - $ 42731087 § - $ (24,4356,601) $ 7,362,808 §$ 36,217,461
- - - - - - (6,485,359) - (1,359,618) (7,844,977)
(19,933) (1,697) - (375,884) - - - - - (397,514)

10,001 w.Nww (14,530) 268,350 - - - - - 267,606

- - - 1,760,602 - {1,760,602) - ~ - -

- - - - 281,550 - - - 4,437,345 4,718,895
. - - N - - - - (324,022) (324,022)

1,365,257 5,629,799 2,233,648 2,962,157 281,550 40,970,485 {6,485,359) {24,436,601) 10,116,513 32,637,449

- - - - - - - 38,709 (12,644) 26,065
. N - - - - - (1,159,673) (601,318) (1,760,991)

- - - - - 2,710,847 - - 401,310 3,112,157

- - - - - 2,710,847 - (1,120,964) (212,652) 1,377,231

1,365,257 5,629,799 2,233,648 2,962,157 281,550 43,681,332 {6,485,359) {25,557,565) 9,903,861 34,014,680
(330.874) (1,416,525) (558,402) (720,919) (281,550) (1,686,615) - - (4,837,844) (9,832,729)
(4,966) (100) - (78,432) - - - - - (83,498)
. - - - - - - - (111,985) (111,985)
R R N - - - - - (240,701) (240,701)
1,029,417 4,213,174 1,675,246 2,162,806 - 41,994,717 (6,485,359} (25,557,565) 4,713,331 23,745,767

- - - - - - - 61,292 - 61,292
- - - - - - - (1,706,873) (551,570) (2,258,443)

- - - - - 2,484,074 - - 639,325 3,123,399

- - - - - 2,484,074 - {1,645,581) 628,193 926,248

$ 1,029,417 % 4,213,174 § 1675246 § 2,162,806 $ - $ 44478791 % (6,485,359) $ (27,203,146) § 4,801,086 $ 24,672,015

The accompanying notes are an integral part of these consolidated statements.




Translation of financial statements originally issued in Spanish
Grupo Carso, S.A. de C.V. and Subsidiaries

Consolidated statements of changes in financial position
For the years ended December 31, 2001 and 2000
Expressed in thousands of Mexican pesos with purchasing power as of December 31, 2001

2001 2000
Operating activities:
Income before loss spinoff operations $ 3,361,137  § 3,766,379
Add (deduct)-
Items in results which did not require (generate) funds-
Depreciation and amortization v 1,858,678 1,980,253
Amortization of goodwill and negative goodwill 17,662 37,655
Deferred income taxes and employee profit sharing 581,667 1,288,086
Long-term taxes payable (122,968) 247,966
Equity in results of associated companies and unconsolidated real
estate trust, net of dividends received (401,395) (132,581)
Special item 26,965 107,122
Employee severance benefits 57,816 28,977
Loss from spinoff operations, net of income taxes (237,738) (654,222)
ltems related to investing activities-
Gain from sale of long-term investment in shares (26,805) -
Loss on sale of property, plant and equipment 12,578 107,670
Net resources obtained from results 5,127,597 6,777,305
Net changes in working capital, except treasury (800,789) (1,979,183)
Net resources generated by operating activities 4,326,808 4,798,122
Financing activities:
Net (decrease) increase in bank loans and long-term debt, in real terms (1,871,829) 632,888
Net amortization of bank loans and long-term debt, in constant Mexican pe-
SOS (1,047,184) (2,169,567)
Reissuance of own shares - 267,606
Repurchase of own shares (83,498) (397,514)
Dividends paid to subsidiaries’ minority interest (352,686) (324,022)
Net resources applied to financing activities (3,355,197) (1,990,609)
Investing activities:
Additions to property, plant and equipment, less net book value of re-
tirements (1,966,541) (1,457,455)
(Increase) decrease in investment in shares of associated companies
and unconsolidated real estate trust (535,884) 639,022
Other assets (112,426) (82,204)
Net resourses applied to investing activities (2,614,851) (900,637)
Net changes in assets, liabilities and stockholders’ equity of the spinoff
operations, including restatement effect 820,852 (4,553,756)
Net decrease in cash and marketable securities (822,388) (2,646,880)
Cash and marketable securities:
At beginning of the year 4 589,314 7,236,194
At end of the year $ 3,766,926 § 4,589,314

The accompanying notes are an integral part of these consolidated statements.



Translation of financial statements originally issued in Spanish
Grupo Carso, S.A. de C.V. and Subsidiaries

Notes to consolidated financial statements as of December 31, 2001 and 2000
Expressed in thousands of Mexican pesos with purchasing power as of December 31, 2001

1 Explanation added for transiation into English:

The accompanying consolidated financial statements have been translated from Spanish intc English for use outside of
Mexico. These financial statements are presented on the basis of accounting principles generally accepted in Mexico
(Mexican GAAP). Certain accounting practices applied by the Company that conform with Mexican GAAP may not con-
form with the accounting principles generally accepted in the country of use.

2 Activities:

Grupo Carso, S.A. de C.V. ("CARSOQ” or the “Company”) is the holding company of a group of companies whose primary
activities are carried out in the following industries: tobacco; mining and metallurgical; hospitality; manufacturing and sale
of automotive parts; operation of department stores; retail stores carrying gifts; music stores; restaurants and bakeries;
baking and sale of bread and cakes; railway cargo services; manufacturing and sale of copper and copper alloy by-
products; manufacturing and sale of aluminum ingots, sheets, foil and other aluminum by-products; manufacturing of
telecommunication cables and electric wires; manufacturing and sale of ceramic tiles and management of shopping
malls.

3 Basis of consolidation, acquisition and spin-off of subsidiaries:

Basis of consolidation-

The accompanying consolidated financial statements include the financial statements of CARSO and those of the sub-
sidiaries over whose management CARSO exercises control, the most important of which are:

Company Ownership %
Grupo Calinda, S.A. de C.V. and Subsidiaries (Calinda) 100.00
Grupo Sanborns, S.A. de C.V. and Subsidiaries (Sanborns) 79.76
Empresas Frisco, S.A. de C.V. and Subsidiaries (Frisco) 99.61
Grupo Condumex, S.A. de C.V. and Subsidiaries (Condumex) 99.54
Industrias Nacobre, S.A. de C.V. and Subsidiaries (Nacobre) 99.89
Porcelanite, S.A. de C.V. and Subsidiaries (Porcelanite) 99.93
. Cigarros la Tabacalera Mexicana, S.A. de C.V. and Subsidiary

(CIGATAM) 50.01
Galas de México, S.A. de C.V. (GALAS) 80.51
Artes Graficas Unidas, S.A. de C.V. (AGUSA) 68.19
Carso, LLC 100.00

The equity in the results and changes in equity of subsidiaries and associated companies acquired or sold during the
year are included in the financial statements from or up to the date of the transactions, restated in terms of Mexican pe-
sos with purchasing power as of yearend.

All significant intercompany balances and transactions have been eliminated in consolidation.




Translation of financial statements originally issued in Spanish
Grupo Carso, S.A. de C.V. and Subsidiaries

Notes to consolidated financial statements as of December 31, 2001 and 2000
Expressed in thousands of Mexican pesos with purchasing power as of December 31, 2001

Acquisition of subsidiaries-

In March 2000, Sanborns acquired through Sanborns LLC 51% of the common stock of CompUSA Inc., a company in-
corporated in the United States that operates retail stores specializing in personal computers, software, related acces-
sory products and services in the United States.

Spin-off-
During the General Extraordinary Stockholders’ Meeting held on November 21, 2001, the stockholders approved the
partial spinoff of the Company resulting in the incorporation of U.S. Commercial Corp., S.A de C.V. (“US Commercial’) as

the new company, whose most significant asset is represented by the investment in shares of Sanboms LLC, which in-
cludes 51% of the shares of CompUSA Inc. with effects as of November 29, 2001 (see Note 5).

4 Significant accounting policies:

The financial statements were prepared in conformity with Mexican GAAP, which require that management make certain
estimates and use certain assumptions to determine the valuation of some of the items included in the financial state-
ments and make the required disclosures therein. While the estimates and assumptions used may differ from their final
effect, management believes that they were adequate under the circumstances. A summary of the significant accounting
policies is as follows:

(a) Change in accounting policies-

Beginning January 1, 2001, the companies adopted the regulations of the new bulletin C-2, “Financial Instruments”,
issued by the Mexican Institute of Public Accountants. Bulletin C-2 establishes the methodology for valuing and re-
cording financial instruments. Consequently, the valuation effects of the contracted financial instruments were re-
corded as assets, affecting the comprehensive result of financing (see Note 21).

(b) Translation of financial statements-

The financial statements of foreign subsidiaries whose operations are an integral part of the Mexican companies
are translated as follows: monetary items at the exchange rate at yearend; nonmonetary assets and stockholders’
equity at the exchange rate at the date the transactions occurred or were generated. The resulting Mexican peso
amounts are restated using factors derived from the National Consumer Price Index (NCP!).

Since March 2000 and up to November 28, 2001, the financial statements of Sanborns LLC and Subsidiary
(CompUSA Inc.), a Sanborns subsidiary located in the United States, considered a “foreign entity”, were stated in
U.S. dollars and translated into Mexican pesos at the exchange rate in effect as of the date the foreign entity was
maintained, in conformity with Bulletin B-15, “Foreign Currency Transactions and Translation of Financial State-
ments of Foreign Operations”, issued by the Mexican Institute of Public Accountants (see Note 5).

The assets and liabilities of the spinoff operations as of December 31, 2000, were restated to currency as of De-
cember 31, 2001, by applying the NCPI, instead of the guidelines established by Bulletin B-15. The corresponding
effects are included under the result from holding nonmonetary assets of 2001, instead of under this same item of
2000.




Translation of financial statements originally issued in Spanish
Grupo Carso, S.A. de C.V. and Subsidiaries

Notes to consolidated financial statements as of December 31, 2001 and 2000
Expressed in thousands of Mexican pesos with purchasing power as of December 31, 2001

()

Continental Tire North America, Inc. a foreign associated company (19.40% ownership) is recorded under the eqg-
uity method. Since this company is a “foreign entity”, its financial statements should follow the translation guide-
lines mentioned in Bulletin B-15 as described above. However, such financial statements do not present a re-
statement for inflation, but are translated into Mexican pesos using the exchange rate at yearend. The effect from
not following Bulletin B-15 comprehensively in order to restate this investment is not significant.

Recognition of the effects of inflation in the financial information-

The companies restate all of their financial statements in terms of the purchasing power of the Mexican peso as of
the end of the latest period, thereby comprehensively recognizing the effects of inflation. Accordingly, the financial
statements of the prior year have been restated in terms of Mexican pesos of the December 31, 2000. The prior
year amounts presented herein differ from those originally reported in terms of Mexican pesos of the corresponding
year. Consequently, all financial statement amounts are comparable, both for the current and the prior year, since
all are stated in terms of Mexican pesos of the same purchasing power.

The inflation rates for the countries in which the companies operate are as follows:

%

2001 2000
USA 1.55 3.39
Mexico 4.40 8.96

In order to recognize the effects of inflation in terms of Mexican pesos with purchasing power as of yearend, the
procedures are as follows:

- Balance sheet:
Inventories are restated to their net replacement cost, which does not exceed realizable value.
Property, plant and equipment are originally recorded at their acquisition and/or construction cost. Property,
plant and equipment of domestic origin are restated using factors derived from the NCPI, and the imported

machinery and equipment are restated in the currency of origin based on the inflation of the country of origin
and the current exchange rate.

Depreciation is calculated on restated values and based on the estimated economic useful lives of the assets.

The concession titles obtained by Ferrosur, S.A. de C.V. (Ferrosur), a Frisco subsidiary, are recorded at their
award cost, restated based on the NCPI, and amortized over the 50-year term of the concession, using the
straight-line method.

Goodwill and negative goodwill are restated using a factor derived from the NCPI from the date of contribution
or generation.

Stockholders’ equity and other nonmonetary items are restated using a factor derived from the NCPI from the
date of contribution or generation.




Translation of financial statements originally issued in Spanish
Grupo Carso, S.A. de C.V. and Subsidiaries

Notes to consolidated financial statements as of December 31, 2001 and 2000
Expressed in thousands of Mexican pesos with purchasing power as of December 31, 2001

- Statement of income:

Revenues and expenses, which are associated with a monetary item, are restated from the month in which
they arise through yearend, based on factors derived from the NCPI.

The costs and expenses associated with nonmonetary items are restated as follows:

- The cost of sales is restated based on replacement costs, as a function of the restatement of the inven-
tory being consumed or sold.

-  As stated above, depreciation is calculated on the restated value of property, plant and equipment.

-  Those expenses and income associated with the other nonmonetary items are restated through yearend,
as a function of the nonmonetary assets consumed or sold.

The gain or loss from monetary position, which represents the erosion of the purchasing power of monetary
items caused by inflation, is determined by applying to net monetary assets or liabilities at the beginning of
each month the factor of inflation derived from the NCP1, and is restated through yearend with the corre-
sponding factor.

—  Other statements:
The cumulative effect of restatement presented in the statement of stockholders’ equity is comprised mainly of
the gain or loss resulting from holding nonmonetary assets, which represents the change in the specific price
level of inventories and machinery and equipment of foreign origin and their effect on the results of operations

as compared to the change in the NCPI.

The statement of changes in financial position presents the changes in constant Mexican pesos, according to
the financial position at the prior yearend, restated to Mexican pesos as of the most recent yearend.

(d) Marketable securities-

Marketable securities are primarily bank acceptances, bank funds, short-term variable-rate and debt investment
fund shares valued at market (cost plus accrued interest).

(e) Investmentin shares of associated companies and unconsolidated real estate trust-
The main investments in shares of associated companies and unconsolidated real estate trust are as follows:

%

2001 2000

Grupo Comercial Gomo, S.A. de C.V. 22.877 20.591
Centro Comercial Plaza Satélite (Trust fund F-7278

Bancomer, S.A.) 37.390 37.282

Continental Tire North America, Inc. 19.400 19.400

Philip Morris México, S.A. de C.V. 49.995 49.995

Grupo Primex, S.A. de C.V. 39.815 39.815



Translation of financial statements originally issued in Spanish
Grupo Carso, S.A. de C.V. and Subsidiaries

Notes to consolidated financial statements as of December 31, 2001 and 2000
Expressed in thousands of Mexican pesos with purchasing power as of December 31, 2001

"

(@

(h)

At December 31, 2001 and 2000, the investment in shares of associated companies (except for Continental Tire
North America, Inc. mentioned above) and the unconsolidated real estate trust, are recorded under the equity
method based on the restated stockholders’ equity of the associated companies and the restated equity of the trust.

Goodwill and negative goodwill-

Goodwill and negative goodwill represent the difference between the acquisition price and/or the amount contrib-
uted to capital stock of new businesses and the book value of such stock, as of the date of acquisition and/or con-
tribution. Goodwiil and negative goodwill are amortized over the term management estimates that additional bene-
fits from such investments will be realized, which is 10 years for goodwill and 5 years for negative goodwill. The
amount of goodwill amortized in 2001 and 2000 was $389,082 and $395,530, respectively. The amount of negative
goodwill amortized in 2001 and 2000 was $371,420 and $357,875, respectively.

At December 31, 2001, goodwill of $1,413,851 is represented by the acquisition of the shares of Condumex, San-
borns, Frisco, Porcelanite and Continental Tire North America, Inc., which is shown under other assets in the bal-
ance sheets. Negative goodwill is represented mainly by the acquisition of the shares of Sears Roebuck de
Meéxico, S.A. de C.V. (Sears México} and amounts to $163,910.

Goodwill or negative goodwill arising from the purchase of shares of subsidiaries or associated companies already
part of the Group is amortized at the time the shares are acquired.

Income taxes and employee profit sharing-

The Companies records the deferred asset or liability effect of income and asset taxes as a long-term asset or li-
ability based on the cumulative effect of temporary differences between the asset and liability amounts for book and
tax purposes as of the balance sheet date, and using the tax rate estimated to be applicable at the time of reversal.
The deferred employee profit sharing is calculated considering the temporary differences originating during the year
that are likely to generate a future liability or benefit. The deferred income tax effect as of December 31, 2001 and
2000 represented a long-term liability of $8,814,167 (net of $6,049 corresponding to a deferred employee profit
sharing asset included in other assets) and $8,748,957, respectively, and the provisions to reflect the deferred ef-
fects of the year amounted to $581,667 and $1,288,086, respectively.

Employee benefits-

According to the Federal Labor Law, most subsidiaries are liable for severance payments and seniority premiums
1o employees terminating under certain circumstances.

Some subsidiaries record the liabilities from seniority premiums, pensions and retirement payments as they accrue,
using actuarial calculations based on the projected unit credit method, using real interest rates.

Some subsidiaries have covered 100% of their projected benefit obligations through a trust fund. The subsidiaries
that have not covered such obligation have recorded a liability, which at present value, will cover the projected

benefit obligation at the estimated retirement date of their personnel.

indemnity payments are charged to results in the period in which they are made.
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(i)

G)

(k)

U

(m)

Revenue recognition-

Revenues from sales are recognized when the products are shipped or delivered or when services are rendered to
the client and the client assumes responsibility for the products.

Comprehensive result of financing-

The comprehensive result of financing includes all financial revenues and expenses, such as interest income and
expense, exchange gains and losses and gains or losses from monetary position and the effects of valuation of fi-
nancial instruments, as they occur or accrue.

Transactions in foreign currency are recorded at the exchange rate as of the date of the transaction, and assets
and liabilities in foreign currency are adjusted to the exchange rate as of yearend, affecting income as part of the
comprehensive result of financing.

Earnings (loss) per share-

Basic earnings per ordinary share for each period were calculated by dividing majority net income by the weighted
average number of shares outstanding during the year.

The loss per share of spinoff operations has been determined by dividing this item by the corresponding number of
shares determined as mentioned above.

Comprehensive income-

Comprehensive income is comprised of the net income for the year plus any gains or losses that according to spe-
cific regulations are presented directly in the statement of stockholders’ equity, such as the restatement and trans-
lation effects for the year.

Financial instruments-

Financial instruments that have been designated and that function effectively as hedging against the effects of
certain risks of other financial instruments will affect the assets or liabilities or the transactions or the corresponding
risks when they are realized, settled or occur, respectively. The majority of financial instruments contracted for
these purposes are valued at market and affect the comprehensive result of financing in each accounting period.
Long-term debt contracted to finance the Company's operations is maintained at its nominal value, recording the
corresponding interest separately.

Spinoff operation:

On November 29, 2001, the stockholders of Carso approved the spinoff of the segment of stores specialized in personal
computers, software, accessories and services in the United States. As a consequence of the spinoff, US Commercial
was incorporated as a Mexican company, independent from Carso, to which certain assets, liabilities and equity related
to these operations were transferred.

In the spinoff, each stockholder of Carso became a stockholder of US Commercial and consequently, the same group of
stockholders controls both companies. The relationship between Carso and US Commercial will be limited to agree-
ments related to the spinoff. '
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The assets and liabilities of the spinoff operations were transferred to US Commercial at bock value. The amount of
stockholders’ equity transferred to US Commercial in the spinoff represents the difference between the transferred as-
sets and liabilities and was accounted for as a reduction in stockholders’ equity of Carso at the time of the spinoff.

In the accompanying financial statements, the assets and liabilities of the new company were presented under current
and noncurrent assets and liabilities of the spinoff operations, and the revenues and expenses of this entity are included
in the statement of income under loss from spinoff operations, net of income taxes. The figures of the 2000 financial
statements and those at November 29, 2001 and the related notes were restated in order to present the assets, liabili-

ties, revenues, costs and expenses of the continuing operations of Carso separate from the spinoff.

Below is a summary of the financial position and resuits of operations of Sanborns LLC and subsidiary (CompUSA Inc.)
as of December 31, 2000 and for the eleven months ended November 30, 2001 and the ten months ended December

31, 2000.
Sanborns LLC and Subsidiary

Consolidated condensed balance sheet as of December 31, 2000
Expressed in thousands of Mexican pesos with purchasing power as of December 31, 2001

Assets

Current assets

Investment in shares of associated companies
Property, plant and equipment, net

Other assets, net

Liabilities and stockholders’ equity

Current liabilities

Long-term debt

Deferred income and negative goodwill, net
Total liabilities

Majority stockholders’ equity

Minority interest

Total stockholders’ equity

$ 8,981,033
9,875
2,372,548

8,372,224

$ 7,128,309
4,720,323
11,933,890
4,543,378

4,258,412
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Sanborns LLC and Subsidiary

Consolidated condensed statements of loss
For the eleven months ended November 30, 2001 and the ten months ended December 31, 2000
Expressed in thousands of Mexican pesos with purchasing power as of November 30, 2001

Eleven Months Ten Months
Ended Ended
November 30, December 31,
2001 2000
Net sales $ 34520,792 $ 41,008,485
Cost of sales (27,819,070) (33,113,338)
Operating expenses (6,909,641) (7,666,355)
Comprehensive result of financing (183,424) (316,597)
Other expenses, net {529,958) (534,037)
Provision for income taxes (400) (461)
Income (loss) from discontinued operations 565,888 (31,921)
Extraordinary income 118,075 -
Net loss for the period $ (237,738) % (654,222)
Net loss appiicable to:
Majority interest $ (120,834) $ (403,681)
Minority interest (116,904) (250,541)
Net loss for the period $ (237,738) % (654,222)

6 Reclassification of prior vear financial statements:

Certain amounts in the financial statements as of December 31, 2000 have been reclassified in order to conform to the
presentation of the financial statements as of December 31, 2001.

7 Foreign currency transactions and position:

At December 31, 2001 and 2000, the peso/dollar exchange rates were $9.1423 and $9.5997, respectively, and the as-
sets and liabilities in foreign currency of the Mexican companies were as follows:
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Assets-
Current

Liabilities -
Current
Long-term

Net foreign currency denominated liabilities

Equivalent in thousands of Mexican pesos

Thousands of U.S. Dollars

The Mexican companies had the following significant transactions in foreign currency:

Sales

Interest income

Other income

Purchases

Interest expense

Technical assistance

Royalties

Equipment maintenance expenses

Equivalent in thousands of Mexican pesos

2001 2000
421,999 605,842
(680,983) (767,724)
(527,875) (760,091)

(1,208,858) (1,527,815)
(786,859) (921,973)

Thousands of U.S. Dollars

2001 2000
514,986 619,914
154 780

3,375 -
(751,561) (949,612)
(66,125) (56,350)
(361) (5,650)
(1,246) (1,112)
(34,034) (66,419)
(334,812) (458,449)

At March 15, 2002, the unaudited foreign currency position was similar to that at yearend and the exchange rate was

$9.0929 Mexican pesos per U.S. dollar.

8 Accounts receivable:

Trade
Sundry debtors

Less-
Allowance for doubtful accounts
Discounted portfolio

Recoverable taxes
US doliar foreign currency forwards, net
Related parties

2001 2000

$ 9522006 $ 9,977,279
1,046,785 931,966
10,568,881 10,909,245
(189,882) (229,757)
(2,636,051) (2,100,395)
7,742,948 8,579,093
1,180,073 680,492

3,858 56,260

546,019 585,241

$ 9472898 $ 9,901,086
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Sears Mexico entered into an agreement with Banco Inbursa, S.A. (Inbursa), a related party, whereby it establishes that
Inbursa is willing to acquire, at a discount, promissory notes signed by individuals, derived from installment sales that
take place at the subsidiary’s different establishments. The maximum amount of the discount is $3,000,000, net of the
percentage guarantee. The amount available for discount is variable.

This contract expires on October 30, 2002. Sears Mexico agrees to be jointly liable for the customers’ debt during the
term of the contract, up to $70,000 and is obligated to pay Inbursa a discount rate of TIIE plus 1% on the unpaid amount
of the promissory notes discounted through their maturity date.

9

Inventories:

Raw materials

Work-in-process

Finished products

Retail stores

Merchandise-in-transit and advances to suppliers
Spare parts and other

Less- Reserve for slow-moving inventories and other

10 Property, plant and equipment:

10

Buildings and leasehold improvements
Machinery and equipment
Transportation equipment

Furniture and fixtures

Computer equipment

Other equipment

Less- Accumulated depreciation

Land
Construction-in-progress

2001 2000

$ 2297123 $ 3,600,236
1,127,521 296,203
1,842,406 1,777,261
3,396,256 3,404,492
489,184 623,523
728,196 1,021,066
9,880,686 10,722,781
(172,114) (155,151)

$ 9708572 $ 10,567,630
2001 2000

$ 16765032 $ 16,323,091
28,993,087 © 29,194,100
1,031,316 1,033,310
1,927,152 2,101,802
1,235,845 1,179,435
32,198 33,239
49,984,630 49,864,977

(25,348,417)

(25,144,864)

24,636,213 24,720,113
7,029,534 6,977,231
1,911,769 2,451,001

$ 33577516 $§ 34,148,345
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11 Concession titles:

Ferrosur has concession titles of the Via Troncal del Sureste effective for 50 years, beginning on December 18, 1998,
renewable for an equal period, under certain circumstances, as well as exclusive rights to render cargo transportation
services during a period of 30 years, except for haulage rights and rights-of-way. Upon termination of this concession,
for any reason, the railroad and the assets will be returned to the Government in good operating conditions in conformity
with the corresponding official rules and at no cost to the Federal Government.

12 Related-party balances:

The net balances with related parties (excluding financial transactions with Grupo Financiero Inbursa S.A. and trade op-
erations with Teléfonos de México S.A. de C.V.) are as follows:

2001 2000

Receivables-

Sinergia, Soluciones Integrales de Energia, S.A. de C.V. $ 357,313  $ 556,133

Sears Roebuck & Co. 3,449 2,654

Philip Morris México, S.A. de C.V., 159,436 -

Other 25,821 26,454

$ 546,019 $ 585,241

Payables-

Sears International Marketing, Inc. $ 96,006 $ 64,931

Inversora Bursatil, S.A. de C.V. - 127,620

Banco Inbursa, S.A. - 83,120

Radiomévil DIPSA, S.A. de C.V. 13,635 -

Cablevision, S.A. de C.V. 10,149 -

Philip Morris México, S.A. de C.V. 68,487 203,805

Other 11,429 11,109

$ 199,796 § 490,675

13__Tax environment:

In Mexico-
Income and asset tax regulations:

The companies established in Mexico are subject to income and asset taxes. Income taxes are computed taking into
consideration the taxable and deductible effects of inflation, such as depreciation calculated on restated asset values
and the deduction of purchases in place of cost of sales, which permit the deduction of current costs, and taxable income
is increased or reduced by the effects of inflation on certain monetary assets and liabilities through the inflationary com-
ponent, which is similar to the result from monetary position. Until December 31, 2001, the income tax rate was 35%,
with the obligation to pay this tax each year at a rate of 30% and with the remainder payable upon distribution of earn-
ings. This remainder is recorded as a long-term liability.

1
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As of 2002, the option to defer a portion of the income tax payment until dividends were distributed is eliminated. The
income tax rates will be 35% in 2002, 34% in 2003, 33% in 2004 and 32% beginning in 2005.

Asset taxes are computed at an annual rate of 1.8% on the average of the majority of restated assets less certain liabili-
ties, and the tax is paid only to the extent that it exceeds the income taxes of the period. Any required payment of asset .
taxes is creditable against the excess of income taxes over asset taxes of the preceding three and following ten years.

Tax consolidation:

Carso is authorized by the Secretariat of Finance and Public Credit to file a consolidated income tax and asset tax return
that excludes its foreign subsidiaries.

Book and taxable income-

The provision for income taxes is determined based on the amount payable per the consolidated taxable income that
only includes the Mexican subsidiaries. The principal differences between book and taxable income are the inflationary
component, the deduction of purchases in place of cost of sales, the effect of installment sales, the difference between
book and tax depreciation, the gain or loss from monetary position and the restatement of short-term investments to
market value.

Employee profit sharing-

Employee profit sharing is determined based on the taxable income of each Mexican operating company and excludes
inflationary component effects, and tax depreciation is based on historical rather than restated values.

Tax loss carryforwards and recoverable asset taxes-

At December 31, 2001, Carso had tax loss carryforwards for income tax purposes and recoverable asset taxes, which
will be indexed for inflation through the year applied or recovered, in the following restated amounts:

Recoverable

Tax Loss Asset
Expiration Date Carryforwards Taxes
2002 3 166 $ -
2003 1,612 -
2004 28,634 25
2005 713,922 105
2006 490,560 478
2007 164,990 804
2008 1,298,805 1,399
2009 112,213 336
2010 264,221 16,892
2011 1,069,425 120,630
$ 4144548 $ 140,669

12
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In the U.S.A-

Foreign subsidiaries compute their income taxes based on their individual taxable income and in accordance with the
specific tax regulations of the U.S.A. The provisions for income taxes of foreign subsidiaries are not significant.

Deferred taxes-

The tax effects of the temporary differences giving rise to a deferred tax (asset) liability, in accordance with Bulletin D-4
are as follows:

2001 2000
Temporary investments $ 343,978 § 475,702
Accounts receivable from instaliment sales 1,110,407 980,196
Inventories 2,935,904 4,114,430
Property, plant and equipment 5,325,723 5,620,698
Investment in real estate trust 157,868 126,734
Amortized goodwill 532,649 425,017
Translation effect 61,292 (33,268)
Complementary asset and liability reserves (346,448) (316,291)
Loss on sale of shares (201,065) (185,712)
Tax loss carryforwards (1,413,571) (1,951,864)
Recoverable asset taxes (140,669) (637,847)
Estimated income 157,597 258,793
Advances from customers (81,529) (201,902)
Other (67,400) 49,007
Add- Reserve for tax loss carryforwards and asset taxes 445,480 -
Deferred income taxes 8,820,216 8,723,693
Deferred employee profit sharing (6,049) 25,264
Deferred income tax and employee profit sharing $ 8,814,167 $ 8,748,957
Provisions-
The income taxes and employee profit sharing provisions are as follows:
2001 2000
Income tax for the year $ 1,682,089 $ 1,407,929
Deferred income taxes 647,033 1,245,274
Employee profit sharing for the year 547,819 336,581
Deferred employee profit sharing (65,366) 42,818

$ 2,811,575 3% 3,032,602

13
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14  Long-term debt:

At December 31, 2001, long-term debt is as follows:

Syndicated loans . $ 7,989,338
Direct long-term loans 6,289,524
Other long-term loans 1,018,759
15,297,621

Less- Current portion (3,872,588)
$ 11,425,033

Maturify dates of long-term debt as of December 31, 2001 are follows:

2003 $ 5,572,525
2004 3,619,952
2005 1,249,261
2006 and thereafter 982,935

$ 11,425,033

Syndicated loans-

On December 13, 2000, certain subsidiaries entered into a credit and guarantee contract (syndicated loan) in the amount
of US$370 million with The Chase Manhattan Bank as managing agent and Grupo Carso, S.A. de C.V. as the guarantor.
The loan will be payable in three semiannual installments beginning on December 13, 2002.

On September 5, 1997, certain subsidiaries entered into a credit and guarantee contract (syndicated loan) in the amount
of US$350 million, of which at December 31, 2001, there were only two installments pending payment in February and
August 2002 for US$140 million. Bank of America National Trust and Savings Association participated as the managing
agent and Grupo Carso, S.A. de C.V. as the guarantor.

On May 8, 2001, Condumex entered into a syndicated loan contract in the amount of US$175 million with Citibank N.A.
as the managing agent. The loan will be payable in quarterly increasing installments from July 2002 to October 2003.

The three syndicated loan contracts in US dollars establish a series of positive and negative covenants for the borrowing
companies, including compliance with certain minimum consolidated financial ratios, which to date have been complied

with.

Interest rates fluctuate from LIBOR + 0.70% to LIBOR + 1.375% depending on the term and the situation of the financial
markets at the time the loans were contracted.

14
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On August 31, 2001, Sanborns contracted a syndicated loan in the amount of $1,800 million Mexican pesos with
BBVA Bancomer, S.A. as the agent bank. The loan will be payable in six semiannual installments from February 27,
2004 to August 2006, at an annual rate calculated at the THE plus a margin applicable based on Grupo Carso’s debt to
equity ratio.

Direct loans-

Different subsidiaries of Grupo Carso have contracted direct loans at terms of 3, 4, 5, 8 and 9 years in Mexican pesos,
US dollars and Euros, with financial entities such as Banco Inbursa S.A,, Citibank N.A., GE Capital, Banco Santander
Central Hispano and Deutsche Bank, at variable rates with a spread over the TlIE or LIBOR. Some of these loans estab-
lish grace periods for the payment of principal, but in all cases, interest is paid quarterly or semiannually.

Other long-term loans-

Some subsidiaries contracted loans guaranteed by the Eximbank of the US or its equivalent in other countries for the
acquisition of machinery and equipment. These loans are mostly contracted in US dollars at preferential variable rates
ranging from 2.02% to 6.14%, payable in 5 years with semiannual amortizations and with no grace periods for principal.
These loans have been contracted with Banco Inbursa S.A., Société Générale, Bank of America N.A., Citibank N.A.,
Standard Chartered Bank, Allfirst Bank, Hypo Vereins Bank and PNC Bank, among others.

Some subsidiaries contracted preferential loans with governmental entities (Spain and Brazil), as well as private entities
for fixed asset investment projects or working capital, at terms ranging from 5 to 20 years and interest from 0% to 2.66%.

Some subsidiaries contracted financial leases or fong-term loans in domestic or foreign currencies with non-banking en-
tities for the acquisition of fixed assets.

15 Long-term taxes payable:

2001 2000
Income taxes $ 368,634 $ 245,666
Value-added taxes ‘ 1,262 2,300
Deferred income taxes 8,820,216 8,723,693
Deferred employee profit sharing - 25,264

$ 9,190,112 § 8,996,923

16 _Emplovee benefits:

Mexico-

The employee benefit obligation relates to the pension plan, which will cover the pension and seniority premiums due
upon retirement.

15
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The consolidated fund prepayment is as follows:

Subsidiaries with trust funds-
Projected benefit obligation (PBO)
Less- Trust funds

Funded status
Transition liability to be amortized
Variances in assumptions to be amortized
Changes to the pian to be amortized
Additional liability

Prepayment
Subsidiaries without trust funds-
Projected benefit obligation (PBO)
Amortization of transition asset
Past service costs to be amortized
Additional liability

Net projected benefit obligation

Fund prepayment, net (included in other assets)

The cost of employee benefits is as follows:

Service costs

Amortization of transition (asset) liability
Amortization of variances in assumptions
Pension plan adjustment based on experience
Financial cost for the year

Less- Actual return on plan assets

Net cost for the period

16

2001 2000
(1,103,024) (1,135,255)
1,277,955 1,485,799

174,931 350,544

(77,418) (146,107)
176,360 164,438
153,116 -

(131,644) (101,278)
295,345 267,597
(104,459) (106,137)

2,813 3,724
3,942 22,124
(49) (5,003)
(97,753) (85,292)
197,592 182,305
2001 2000
81,558 25,051
(262) 2,315
1,673 3,720
432 -

57,978 24,788
141,379 55,874
(83,563) (26,897)

57,816 28,977
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The real interest rates utilized in the actuarial calculations are as follows:

%

2001 2000
Interest rate . 4.0 5.0
Salary increase rate 4.0 1.0
Investment return rate 6.0 6.0

USA-
The employee benefit obligation as of December 31, 2001 is not significant.

17 __ Stockholders’ equity:

As of December 31, 2001, capital stock was comprised of 915,000,000 common, registered, no-par value shares, of
which 890,250,000 shares are fully subscribed and paid.

Series A1 shares represent the minimum, nonwithdrawable fixed capital, while Series A2 shares correspond to the vari-
able capital. No offering has been made of Series A2 shares. The variable capital may not exceed 10 times the amount
of the minimum, nonwithdrawable fixed capital. Shares may only be owned by Mexican individuals or companies that
have a foreigner exclusion clause.

As of December 31, 2001, the nominal amount of the reserve for repurchase of the Company’s own shares was
$1,680,073. The maximum capital stock that may be repurchased has been set at $100,000 at nominal value. This
amount represents 9.4515% of the capital stock. As of December 31, 2001, 24,750,000 shares that had been repur-
chased were pending to be reissued.

Beginning in 2002, the withholding tax on dividends is eliminated. In addition, if earnings for which no corporate tax has
been paid are distributed, the tax must be paid upon distribution of the dividends. Consequently, the Company must
keep a record of earnings subject to each tax rate. Earnings for which corporate taxes have been paid amounted to ap-
proximately $9,665,000 as of December 31, 2001.

Capital reductions will be subject to taxes on the excess of the reduction over the price-level adjusted paid-in capital, in
accordance with the formula prescribed by the Income Tax Law.

The annual net income of each Mexican company, is subject to the legal requirement that 5% thereof be transferred to a
legal reserve each year until the reserve equals 20% of capital stock. As of December 31, 2001, the nominal value of
CARSO'’s legal reserve is $381,635, and is included in retained earnings. This reserve may not be distributed to stock-
holders during the existence of the Company, except in the form of a stock dividend.

17
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18__ Other income {expenses), net:

2001 2000

Loss on sales of property, plant and equipment $ (12,578) $ (101,670)
Project exploration expenses (80,278) (119,161)
Recovery of taxes from prior years 278,010 17,327
Cancellation of excess liabilities 7,964 21,992
Gain on sale of long-term investment in shares {26,805) -
Other, net (7,572) 65,892

$ 158,741 $ (115,620)

19 Special item:

Beginning in January 2000, Centro Comercial Plaza Universidad {(Sears’ subsidiary) began a major remodeling project to
improve the mall’'s image as well as its concept. This required the demolition of certain existing assets; these retire-
ments were recognized as a special item in the consolidated statement of income.

20  Commitments:

(a) Through an agreement executed on December 23, 2001, Sears extended, for a period of 10 years beginning on
April 17, 2002, the contract which grants it the use of the name Sears both in its corporate name and in its stores,
as well as the use of proprietary brands of Sears Roebuck and Company, among which are Craftsman and Ken-
more.

(b} As of December 31, 2001, Sanborns had entered into agreements with suppliers for the construction and remodel-
ing of some stores. These commitments amount to approximately $116,700.

(c) Frisco sells its minerals based on sales agreements, which in general are renewable each year, establishing the
conditions and references to metal prices on international markets. The subsidiary Quimica Flaor, S.A de C.V. has
entered into several long-term contracts, adjustable annually, with Atofina Chemicals, Inc., E.l. Du Pont de Ne-
mours & Co. and Solvay Flourides, Inc., according to which it commits to sell them almost all its production of hy-
drofiuoric acid at prices similar to market prices.

(d) As of December 31, 2001, as part of the agreements related to the concession of Via Troncal del Sureste, subsidi-
ary Ferrosur had committed, as a minimum, to adhere to the “Business Plan” including, among other issues, com-
pliance with the budget for investments in cars and engines, railways, installations, maintenance and improvements
to installations and electronic systems. In 2001, Ferrosur invested $148 million mainly to repair railways and ac-
quire machinery and equipment.

18
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Translation of financial statements originally issued in Spanish
Grupo Carso, S.A. de C.V. and Subsidiaries

Notes to consolidated financial statements as of December 31, 2000
Expressed in thousands of Mexican pesos with purchasing power as of that date

(d)

22

Other instruments-

At December 31, 2001, the companies had other financial instruments, which are not significant with respect to the
volume of its transactions.

Contingencies:

(a)

(b)

20

The Company acquired from Sears U.S.A. 60% of the shares of Sears Mexico through a purchase-sale agreement
entered into on April 2, 1997, with Sears U.S.A. maintaining the right to request at any time and up to April 2, 2002,
that Carso purchase part or all of the 15% of the shares of Sears Mexico that it still owns. The purchase price of
this option is the same as the one paid by Carso in the purchase contract plus annual interest of 8%, which will be
calculated from April 2, 1997 up to the date on which the option is exercised. If Sears U.S.A. decides to exercise
its right to sell such shares to Carso, the purchase price would be approximately US$25.75 million, plus interest
calculated on the bases mentioned above. On December 20, 2001 this agreement was extended for an additional
10 years.

In January 2000, COC Services, Limited filed a claim with the District Court of Daflas, Texas against CompUSA,
Inc. (CompUSA) for various contractual and civil liabilities derived from a letter of intention relative to franchises for
retail stores in Mexico. The plaintiff also mentioned other defendants, including Grupo Carso, Grupo Sanborns
and Ing. Carlos Slim Held. COC Services demanded payment from CompUSA for damages of US$150 miltion for
breach of contract, extra-contractual interference with contract and possible contract; conspiracy claims of US$2
million in damages; and fraud and punitive damages of US$300 million. COC Services also intended to recover
interest, legal and court costs.

The claim was transferred to the District Court number 116 of Dallas, Texas, where a jury deliberated on it during
January and February, 2001. In February 2001, the jury issued its verdict finding the defendants guilty of the vari-
ous claims against them and demanding each one to pay compensatory and punitive damages. The punitive
damages awarded to COC Services payable by the defendants are as follows: US$175.5 million by James Halpin,
the former president and CEO of CompUSA; US$94.5 million by CompUSA, US$67.5 million by Ing. Slim, US$13.5
million by Grupo Carso and US$13.5 million by Grupo Sanbomns. Based on the jury's verdict, the defendants filed
a letter with the Court regarding various legal aspects affecting the final resolution.

On May 18, 2001, the judge reduced the damages determined by the jury from US$454 million to US$121.5 million,
or 73%, claimed from Grupo Carso, Grupo Sanborns, Ing. Carlos Slim Heli, CompUSA and its former CEO, Mr.
James Halpin. The judge also eliminated from the case the jury’s determinations against CompUSA and Mr. James
Halpin.

Grupo Carso, Grupo Sanborns and Ing. Slim have taken several actions in the procedure and appealed the sen--
tence in the corresponding Texas courts. The appeals are in process and it is not possible to anticipate their out-
come. A bond has been contracted to guarantee the payment that could derive from the final resolution. Even
though a reduction in the verdict was obtained, there are plans to continue exercising all legal action, before all the
pertinent courts, for the time necessary, in order to obtain acquittal from all pending accusations.
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